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The past fiscal year has been disappointing from the 
viewpoint of operational success. Due to an extreme 
lack of funds the Company curtailed many of its 
expansionary programs and management concen- 
trated its efforts on consolidating the Company's 
position and developing plans for the future. 

While sales increased by $2,316,946, the bulk of the 

increase was comprised of: 

1. Sales made overseas where the high costs of 
starting a new business resulted in losses in the 
first year of operation. 

2. Sales for delivery into the Arctic regions of 
Canada where the system of marketing results 
in low profit margins. 


The Company showed a loss for the year, before 
special write-off and recovery of deferred income 
taxes, of $243,008 (9c per share). Contributing to 
this loss were charges to earnings of $75,426 repre- 
senting previously capitalized research and develop- 
ment which was determined not to have a future 
benefit and amortization of $49,258 on remaining 
capitalized cost of R & D, and Dymac and I.D.F. 
overseas start-up costs. Additionally, a considerably 
larger portion of administration expense was 
charged to earnings rather than capitalized to 
properties. Management changes and the move of 
the Company’s head office to Calgary contributed 
to additional administrative expense for this year. 
Cash flow for the year was $37,804 (1.4c per share). 
The decision of the Company to curtail active 
participation in the mining business resulted in a 
special write-off of mineral properties of $1,483,945 
(56c per share). 
Your management feels that by devoting consider- 
able effort toward clearly defining the direction the 
Company should follow an investment has been 
made for the future of the Company. We are now 
concentrating on implementing our plans and are 
enthusiastic about the opportunities created for 
growth development. 
Significant steps have been taken to establish the 
solid foundations required for future growth. Among 
these, with some having been completed subsequent 
to the year-end, are the: 
1. Re-organization of the management of the Com- 
pany and acquisition of new executive personnel 


LORIE 
SHAREHOLDERS 


with personal strengths needed to complement 
those of existing management. 


2. Arranging of long-term financing by completing 
the sale of $1,900,000 of Series “A” convertible 
debentures. 


3. Acquisition of the Oilind Group of Companies. 
This acquisition complements our division now 
serving the petroleum industry and is interna- 
tional in scope. 


4. Securing of a significant position in the interna- 
tional market place with the expansion of Inter- 
national Drilling Fluids into the European theatre 
and specific sectors of the U.S.A. 


5. Suspension of active participation in the mining 
industry. 


6. Development of a more attractive position with 
regard to our land bank of oil and gas properties. 


The management of your Company believes that we 
are now in a better position to take advantage of 
our strengths. The expansion of International Drilling 
Fluids and the acquisition of Oilind, as well as a 
more active role in oil and gas exploration and 
development, is expected to provide improved 
operating statements for 1973. The efforts of man- 
agement will be directed toward developing a 
sound, profitable organization based on_ both 
petroleum exploration and services to the natural 
resource industry. 


The Company takes pleasure in welcoming to the 
Board of Directors Mr. John Rae, Mr. Herbert 
Andreae and Mr. Gerald Risby. They are well quali- 
fied to represent the shareholders’ interest in the 
Company. The Company also wishes to thank re- 
tiring directors, Mr. Les Croteau, Mr. Robert Zokol, 
Mr. Clinton Snell and Mr. Harry Frogley. These 
gentlemen have served your Company since _ its 
inception and have given their best efforts for the 
benefit of the shareholders. 


On behalf of the board, 


byee Wee W. D. Hans, 


President 
March 21, 1973 


NATURAL RESOURCE 
DIVISION 


Oil and Gas Exploration The Company participated in thirteen exploratory 
tests during the past year, resulting in three gas 


wells, nine tests dry and abandoned and one drilling 
at year end. The most significant test to the Com- 
pany was the Quasar et al Grizzly A-74-G gas 
discovery which established the presence of large 
reserves of natural gas in the Monkman Pass area of 
Northeastern British Columbia. This discovery well 
was drilled on lands under farmout from a group 
which includes Trans-Canada, with the group re- 
taining a royalty interest. Quasar Petroleums is ex- 
pected to actively develop the area in the coming 
year and further success will increase your com- 
pany’s reserves and share of future revenues. 


The Company made a significant land acquisition 
in the spring of 1972 when it acquired a five percent 
working interest in United Kingdom Petroleum Pro- 
duction Licence Block 3/7 (gross 55,000 acres) lo- 
cated in the northern portion of the U.K. North 
Sea, some eighty miles east of the Shetland Islands. 
A seismograph program was shot in the block sub- 
sequent to acquisition and additional seismic “is 
planned. , 


Additionally, the Company, in pursuing a policy 
of acquiring prospective acreage in the frontier 
exploration areas of the world, participated in seis- 
mograph purchases and programs in such diverse 
areas as Northern Alberta, Hudson Strait, Dutch 
North Sea and Australia. It is anticipated that these 
programs will result in acreage acquisitions during 
the coming year. Other emphasis during 1973 will 
be on acquiring additional oil production and re- 
serves by purchase and becoming more active in 
gas exploration in the shallow drilling areas of Cen- 
tral Alberta. 


| Mineral Exploration While the Company has curtailed its active partici- 
| pation in mineral exploration, it continued to hold 
| certain of its mineral properties during the year 
with minimum expenditures. The Company’s_ in- 
| terest at Sito Lake, Saskatchewan was reduced by 
| farmout; while the operators uncovered encour- 
aging mineralization, no significant ore body was 
| found. The Company will continue with a passive 
policy toward mineral exploration in the coming 
| year with expenditures continuing at a low level. 


Oil and Gas Production 


Mining Properties 
As at October 31, 1972 


Acres 
Area Gross Net 
SASKATCHEWAN 
Kisiwakebakes tee sop 2,428 1,214 
Donaldson lake 34-2 2.2. 480 480 
Sit@ lakermee ene s ou ee 68,780 4,711 


71,688 6,405 


NORTHWEST TERRITORIES 


McGregor Laker... sulizens. 2,324 1,743 
Vaillantabakesiaces ene cre 1,136 852 
West McGregor Lake ...... 1,859 1,208 
Bathurst: Inletwa cae sn 17239 805 
FluURteh Bayan sea son 6,611 4,297 
Upper Ross Lake ......... 2,583 1,679 


15,752 10,584 


GRAND UO IWAUS eaipade ens 8744 16,989 


Company emphasis on oil production during the 
year was placed on upgrading field facilities and we 
were successful in increasing production by twenty 
percent to a net 100,000 barrels from the existing 
producing properties. 


Petroleum and Natural Gas Holdings 
As at October 31, 1972 
Acres 
Area Gross Net 
ALBERTA 


Drumheller veae na 1,600 1,600 | 
Golden Spikeic. sitive. 33 640 320 
Enchagts ss acacia ee 23,194 1,609 | 
Edson ast a ee 3,200 9% «| 
Berlandi set. 5 io ne 1,280 640 | 
Bindlossn te ee eee ree 3,840 1,680 
Wandetcat 40 tase eo 47 360 204224 
Fal Kinkos tiiy te ees nite 320 320 
81,434 9,107 
SASKATCHEWAN 
Parkinanigunes mines te 1,200 259 
Midalleniugt it Wiener tee 640 96 
Cantal hearer ne 640 76 
AVON eneis iactqree eae: 1,920 960 
Dodsiande “iu ee 1,840 920 i 
Buttalo Goulees ee. 640 320 
Hantavamrntveania cena ss 640 114 
EVC@SLOM Cree Rion elas 480 120 


OTHER CANADA 


Labrador Offshonren.c. 4... 1,646,521 - 
Goleville; NiWe iy ee 664,428 16,611 
Ft, Norman, NW Teo. e ce 570,591 - 
@©ld* Grow; NiWalsiescee es 366,083 - 
Melville Sound ........... 1,845,262 110,716 
Momnkinann ub: Ga cee 26,504 - 
SO Soom eye owt 
OVERSEAS 
UKs Onshore tigi ener ee as 54,000 2,700 


GRANDE TOTALS i en 5,262,823 141,999 


ENERGY SERVICE 
INDUSTRIES DIVISIONS 


International Drilling Fluids (Canada) — This autonomous division of the Company con- 
tinues each year to increase its gross sales as drilling 


in Canada, paced by energy needs, remains at a 
high level. 1.D.F. continues to operate throughout 
Canada from coast to coast, in all areas of petroleum 
activity and in all types of drilling, providing the 
high standard of service and expertise expected of 
this top Canadian drilling fluid organization. 


A major transition during the year and continuing 
into the future has been necessitated by the expan- 
sion into overseas operations. This expansion has 
required the transfer of some very highly experi- 
enced employees but has not adversely affected 
the domestic operation due to our ability to attract 
| and train excellent new personnel. 


International Drilling Fluids (Foreign) — This division was established in the fall of 1971, 
initially to service the North Sea and adjacent areas, 
but also to evaluate the service industry potential 
in other oil exploration areas of the world. Our 
acceptance into North Sea and European operations 
has been most gratifying and contracts received 
during the first year of operation exceeded expec- 
tations. While heavy start-up costs precluded profits 
during this initial year the Company is most enthusi- 

astic over the growth prospects for this division. 

| Although the division’s efforts will continue to be 
| concentrated on the vibrant exploration play in the 
North Sea, we anticipate additional expansion else- 
| where in the foreign sphere of operations will result 
| from our studies and program submittals. Also dur- 
ing the past year, as part of the overall company 
expansion this division has for the first time sur- 
veyed additional markets in the United States, ser- 
vicing one well in the Rocky Mountain area of Utah. 


Dymac Equipment 


Research and Development 


EMPLOYEES 


This division was formed during 1971 to expand and 
diversify the Company’s role in the Energy Service 
Industry. Its function is the sales and rental of equip- 
ment to the oil industry from a varied inventory. 
During 1972, its first full year of operations, the 
division established a satisfactory sales base for 
future growth and will continue to make its con- 
tribution to Company expansion. 


The expansion of the I.D.F. division into world 
markets has created many challenges for the re- 
search division with the problems inherent in ser- 
vicing drilling rigs operating in new and complicated 
geological basins. An added concern is the purchase 
of drilling fluid components from many supply 
sources, with the resultant need for quality control. 


The employees of the division have met this chal- 
lenge and again proven the intrinsic worth of re- 
search to the Company. The addition of the Oilind 
Group will create new challenges as the Company 
becomes more involved in solving and treating 
corrosion problems. Some expansion of this divi- 
sion will be necessary to fully meet these new and 
diverse problems. 


We at Trans-Canada are pleased that this division 
has been continuously awarded Dominion Govern- 
ment Research Grants to assist in our research 
programs. 


Fifty-seven persons were employed by the Company 
and its subsidiaries at October 31, 1972, compared 
with forty-six at the end of the previous year. Staff 
increases resulted primarily from the expansion of 
the International Drilling Fluids division into over- 
seas markets. 


Employees participate in a comprehensive employee 
benefits program, which includes an incentive bonus 
plan, group life and health insurance plans and an 
income protection plan. The Company constantly 
reviews this program to ensure that it maintains a 
competitive position within the industry. 


In looking to the challenge of the future our greatest 
asset is our employees. 


Sales for the year increased significantly to $5,233,- 
919, compared to $2,916,973 for the previous year. 
The net loss for the year, including a special write- 
off of mineral properties of $1,483,945 totalled 
$1,675,953. Cash flow for the year was $37,804. 


The sales increases were achieved by all divisions 
with the major amount being in the International 
Drilling Fluids division both in Canada and overseas. 
The increased sales in Canada were low margin 
sales of products only for Arctic delivery. Profits 
were preciuded from the sales in overseas markets 
as start-up costs in the first full year of overseas 
operations were heavy. 


Included as a charge to earnings for the year is a 
special write-off of mineral properties of $1,483,945. 
This resulted from the decision of the Company to 
curtail active participation in the mining business. 


The curtailment of the Company’s mining activities 
and reduced oil exploration for which the Company 
acted as operator resulted in a considerably larger 
portion of administrative expenses being charged 
to earnings rather than capitalized to properties. 
Additional administrative costs were incurred as a 
result of management changes and the move of the 
Company's head office to Calgary. 


Earnings have been charged this year with an 
amount of $75,426 representing previously capital- 
ized research and development costs which were 
cletermined to not have the future benefits originally 
anticipated. Additionally, amortization of $22,997 
has been made on the remaining capitalized costs. 
There were no similar charges in the previous year. 


Subsequent to the year-end, on January 24th, 1973, 
the Company sold, at par $1,900,000 principal 
amount of its Series ‘““A’’ Convertible Debentures. 
The Debentures carry an interest rate of 9% and 
mature on December 15th, 1977. They may be 
redeemed without penalty after December 15th, 
1975. The Debentures are convertible into Common 
stock of the Company at a price of $1.00 per share 
for the first year, $1.25 per share for the next two 


FINANCIAL 


years and at $1.50 per share for the final two years. 
Proceeds received from the issue were used to 
retire long term bank indebtedness of $489,000 with 
the balance going to improve working capital. The 
bank demand loan and accounts payable were re- 
duced by $550,000 and $600,000 respectively, and 
cash balances increased by $261,000. 


The Company acquired on December 1st, 1972, all 
the outstanding shares of Oilind Safety Engineering 
Ltd., Oilind Safety Engineering Inc., Oilind Safety 
Services Ltd., and Oilind Limited, and 50% of the 
shares of Oilind Safety Engineering (Int'l) Ltd. The 
consideration paid consisted of $200,000 cash and 
210,000 treasury shares. The Oilind companies 
supply safety engineering services and equipment 
and a corrosion inhibitor to the petroleum industry. 
Operations are conducted in Canada, United States 
and Iran. 
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CONSOLIDATED 
STATEMENT OF EARNINGS AND 
RETAINED EARNINGS (DEFICIT) 


Year ended October 31 


1972 1971 
Income: 
SaleceanceOtemODeLalineareVveliesiisneng teen atria ym ae er ryan eee ee $ 5,233,919 $2,916,973 
GanmOMESALCHOLRASSCLS MAN tn Gorse ters Sie oe Rik ue mentee rma emer tsa N ly sth a 3,842 14,997 
(ONES aap ch adie 6 Or eee ee hcl OLR RO ne eT PERL) gt eR 165 23,315 
5,237,926 2,955,285 
Costs and expenses: 
Cost of sales, administration and selling expenses (Note 5) .............. 5 088,729 2,607,021 
IIe LeSMONMIONPATeLiNECe Liters lye Ute Men amad etek g teem conti ti 42,654 Lee 
WNC MECC Umea eT eno ee tle icin ernie Ci SPN ar Neneh, cages aad Ets 68,739 31,265 
DepreciavlonmccO euionmandeain@niizallom mum rmurts erewe cue sersre ete tale eye 205,386 Wenileys: 
Researcheand gevelopment costs! written Olt 2as4.7ee.s sees Miva jaan 75,426 _ 
5,480,934 2,733,814 
Earnings (loss) for the year before write-off of 
ARNIS ONTOS: CHaah Kelana ieNecn oon ae don aoea a ose goods enh oo (243,008) 221,471 
WilmerainelOnenlesaw MULenir Ol Wan Ove ala tt) Mamta mia tt snk enema Cun neers 1,483,945 140,210 
Ean ese OSS) sDelOnesiINCOMmtestaXGs ans inne nee itr Stern deat (1,726,953) 81,261 
Werenmecdanicomentaxese( TECO VELOC) ara saci neil cin cis akctueie sect ce reelettenatr (51,000) 42,000 
Bamiiese Oss a (Ol te aVea ls watery. sete Cees epee renee ele memes ar ae (1,675,953) 39,261 ~ 
Retaimecdseaniniessau DESIG Ol Veal terse sen ay ne sate te tore le aaltie)s 71,581 32,320 
Retainedsearntmnegsa(GeriCil:dtuehGsOteyCan) arsemmsisct ela ies iksaect es: $ (1,604,372) SP iZASBA 
Paniieom Iss) Mel slat rtm mer rin yaa ven alae’ oie meme aia eters catoeercf (Renae at as ($.63) $.02 
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CONSOLIDATED 
BALANCE SHEET 


ASSETS 


October 31 
1972 1971 
Current assets: 

Cashin ee es cet tel Seep acetate MAU caa te, CIO s <er a ee A rea $ 19,087 $ 112,304 

Accounts; receivablebasloay pani tee eee ie cee eee ae ee ee 868,424 626,060 

Inventories, at lower of cost or net realizable value ...................- TA Apel sas 630,676 
| Oil and gas leases and properties held for resale, at cost ................ - 197,240 
| Prepaid expenses:and other a) css creas ee oe eee 24,313 29779 
| a ———————— 
| 1,623,001 ie 965059. 
| Capital assets, at cost: 
| Oil, gas and mineral properties including 
exploration: and. development COStS acm a ce oc orate orn ere 1,482,979 27> 10,307 
| Less. Accumulated sdepletion aman eee ce ree eee 41,856 12503 
| 1,441,123 2,497 884 
\ —————————————— ————————— 
| Plantrand requipments eas ecr.ceey. bles ewan ee) sree ok: eagenen tate eee nemer e 1,044,160 659,388 
| Léesso-Accurmulated deprecialionacaey teats ntiece ne Gt ieee re s 239,110 145,767 
805,050 513,021 
| Layne tt) ign HM el eS. RR Naa nah ante a Case te te eh ea 5,690 5,690 
| 2,251,863 3,01Z, 195 
| Other assets and deferred charges: 
| Deposits and Sundrystnvesth eintsmny ig tater wae een ae een eee 65,234 11,076 
| GoodwillAless amounts: aiiO FZ CC meetin a teen ne Pe ee ee 245,767 260,367 
Organization and start up costs less amounts amortized (Note 1 (e)) ...... 116,218 142,303 
| Research and development costs less amounts amortized (Note 1 (d)) ..... 136,674 176,876 
| 563,893 590,622 
| APPROVEDFON FBEMALE ORS TMEsBOARD: 

Vie Wiboe Director 
$4,438,757 $5,203,876 


anos Director 
? le 


LIABILITIES 


Current liabilities: 


Meimanceoancloamessecuredsa(NOte:2)) en een ene eee 
Accounts payable and accrued liabilities ................... 
Employee bonuses payable (Notes 3 and 8) ................. 
GUIKenE portion orlong-term debts ae Saat ae ae 


Long-term debt: 


Daniel Oalise secured sUNOte. 2); a nee, en ee oe a ee eee 
ScGMECL eC OCTILLIN CMR eee Pag te 9.8 ra e Biy, oe vas Cte ey, 
Employee bonuses payable (Notes 3, 4 and 8) ............... 
Wi CHESCCULEC MIAO] GS qeenmrtns or ee ner ce ain ey le a Mee carer 


PeScrn GUnren in DOL OL gmc tacteneks. se retee tits obelisk tne sare seks 


MeterredsnicomertaxesmINOte Olle ean amicus e | wee ene eee ee 


SHAREHOLDERS’ EQUITY 
Share capital (Notes 4 and 9): 


Authorized — 
5,000,000 shares without nominal or par value 


Issued — 


DEGAS IS limes ATCO mmeeee Meant ace Mat corey en) Scaler asdd acy sWliieuegn Became aiee 
ayania events! SUAENVES «5 5.505 BG Gals beak eon hte cece Guage ao Giok 


RETIN eC Medi) SomiClell Cll] Memmyee Gasca. alee sean attics 6 rug) stein 


Commitments and contingencies (Note 7) 


October 31 
1972 1971 
(as restated) 

$ 706,000 $ 350,000 
1,638,808 874,692 
8,103 787333 
148,010 165,206 
220092 | 1,468,231 
560,000 567,500 
= 52,620 

LO 222 = 
8,820 106,974 
639,042 727,094 
148,010 165,206 
491,032 561,888 
53,000 104,000 
2,984,676 2,984,676 
13,500 13,500 
(1,604,372) ZADON 
1,393,804 3,069,757 
$4,438,757 $5,203,876 
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CONSOLIDATED STATEMENT 
OF SOURCE 
AND ARPEIGAT@N®©@ GAEGIN IDS 


Year ended October 31 


1971 
(as restated) 


1972 


Funds provided by: 


Operations — 
Earnings (loss)ifonsthe) years rcyaaret eee errs ec eee reteset eae nea ae $ (1,675,953) $3926) 
Add (deduct) charges (credits) not affecting 
working capital in the period — 
Depreciation, depletion and amortization ...................... 205,386 93,158 
Research and development costs written off .................... 75,426 — 
Deferredsincome: taxes: eCOVeETeC) meee ian entre eet (51,000) 42,000 
Mineral propertiess written. Oltmmetic mise yu ttaet eet e canara 1,483,945 140,210 
37,804 314,629 
Long-term debt jiivenae i nae SOG ake a ae nee ges st ean ee cent Tee PAO 222 690,141 
Oil and gas leases and properties held for resale 
included \tnvcurrentiassets 0 aarar cpa een philly rane eee ee — 197,240 
Proceeds: from salevolrassetsy tenn racseeece Meena one a Sree ee eee 32,758 59,640 
Othe cee ee es co Glatl ae acl My 2g) Se 8 gee AE GREEN ott Scot REED Ae a a a Sil oP 7,740 
286,516 1,269,390 
Funds applied to: 
Additionsstovoll, sas and mineral propel liesunmie wae paces eae Caer 485,712 520,185 
Adaitions to plantiand equipment isan rere e we ek isan eee ee 436,325 319,603 
Repayment of, long-term Geb tie ae en ater teal nae ene ee 281,080 165,206 
Other assets andsdeferred chargesme say aug. a 0g) al eae eee ree ee eae 89,148 21 leva 
192927265 2165305 
Increase.(decrease) in: working capital een anne ree (1,005,749) 53,025 
Working capitalicat beginning of: yeales aster c ct soit eee ee te ae ne 127,828 74,803 
Working capital (deficiency) at end of year ..................... $ (877,921) ms Uae de) 


1. Accounting principles: 


(a) The consolidated financial statements include 
the accounts of the Company and all its subsidiaries. 
Current assets and current liabilities of foreign sub- 
sidiaries were converted to Canadian dollars using 
the exchange rate at the date of the balance sheet. 
Other assets and liabilities were converted at the 
rate in effect at the time the original transactions 
took place. Revenue and expense items were con- 
verted using average rates of exchange throughout 
the year. 


(b) The Company follows the full cost method of 
accounting for oil and gas operations whereby all 
costs related to the exploration for and develop- 
ment of oil and gas reserves are capitalized. Costs 
capitalized include those related to acquisition of 
petroleum and natural gas rights, geological and 
geophysical exploration, lease rentals on unde- 
veloped properties, drilling of productive and non- 
productive wells and applicable overhead expenses. 
All such costs are depleted on a composite unit-of- 
production method based on estimated proven 
reserves of oil and gas. 


(c) Depreciation of plant and equipment is pro- 
vided at rates which are designed to amortize cost 
over estimated useful life of the assets. 


(d) Research and development costs applicable to 
patents and processes developed by the Company’s 
research and development division are capitalized. 
Amortization of such costs is being provided over a 
seven year period. Should certain patents and pro- 
cesses be determined upon annual review not to 
have the future benefits originally anticipated the 
applicable costs net of amortization are written off 
to earnings. Patents and processes shown under 
capital assets at October 31, 1971 have been reclassi- 
fied as research and development costs. 


(e) Start up costs relating to new areas of operations 
are being amortized over a five year period. 


(f) As the result of a policy decision to curtail active 
participation in the mining industry the majority of 
the Company's mining properties were abandoned 
during the year and a write-off of $1,483,945 was 
made. 


NOTES TO THE 
CONSOLIDATED 
FINANCIAL STATEMENTS 


2. Bank loans: 


Bank loans at October 31, 1972 are as follows: 


Current — payable on demand ........ $706,000 

Long term — 
hernvelOanad: Liew ot erase iver ren ere $400,000 
TermelOoaney Dec se een ere: 160,000 
$560,000 


The loans, which bear interest at rates from 1% to 
12% above prime rates are secured by a general 
assignment of accounts receivable, a portion of in- 
ventories, certain oil and gas properties and a float- 
ing charge debenture in the amount of $2,000,000. 
Annual payments required on the loans included 
under long term total $140,000. 


3. Provision for employee bonuses: 


The Company entered into contracts with certain 
employees on January 3, 1970 under which the 
Company is committed to pay these employees 
amounts aggregating $94,000 on January 3 each year 
for the period 1971 to 1975. The Agreements pro- 
vide for these payments to be made either in cash 
or by the issue of notes, at the Company’s option. 
Such notes would bear interest at 3% per annum, 
would mature 15 years after issue and would be 
convertible at the holders option, into shares within 
60 days of issue at a price related to quoted market 
price. 


4. Capital stock: 


(a) As at October 31, 1972 options were outstand- 
ing on a total of 131,100 shares. The options on 
121,500 shares are at a price of 69 cents per share 
and may be exercised 20% per year commencing 
September 11, 1973. The options on 9,600 shares 
are at a price of $2.50 per share and may be ex- 
ercised equally over the next two years. 

(b) As at October 31, 1972 the Company had re- 
served a total of 432,371 of its authorized but 
unissued shares as follows: 

(i) 131,100 shares to provide for share options 
granted to officers and employees 

(ii) 210,000 shares to provide for the acquisition of 
shares in certain companies as set out in Note 9 (a) 
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(iii) 91,271 shares to provide for conversion priv- 
ilege under promissory notes issued in January 1973 
in payment of employee bonuses (Note 3) 

In January 1973 a further 1,900,000 shares were 
reserved to provide for the conversion privilege 
under the terms of the Series “A” Convertible De- 
bentures of the Company (Note 9 (b) ) 


5. Remuneration of directors and officers: 


Remuneration of directors and officers for the year 
ended October 31, 1972 aggregated $97,268 (1971 — 
$62,447). There were no directors fees paid during 
the year. 

6. Income taxes: 

For income tax purposes the Company claims lease 
acquisition, exploration and development costs and 
capital cost allowance (depreciation) in amounts 
which may vary with those charged to expense in 
the financial accounts. The Company, in common 
with many other companies having interests in the 
oil and gas industry, does not believe that tax alloca- 
tion in respect of lease acquisition, exploration and 
development costs is appropriate. Accordingly, no 
provision has been made for deferred taxes on 
timing differences involving such costs. Deferred 
income taxes have been provided on timing differ- 
ences other than those relating to lease acquisition, 
exploration and development costs. 


For the current year the Company will be claiming 
for tax purposes less capital cost allowance and 
other items on which timing differences are recogn- 
ized than that expensed in the financial accounts. 
As a result, a recovery of deferred income taxes of 
$51,000 has been recorded. 

lf the tax allocation basis had been followed for 
timing differences involving lease acquisition and 
exploration and development costs, the net loss for 
the year would have been reduced by $177,000 
(income reduced by $18,000 in 1971). The unde- 
preciated and unclaimed amounts available for in- 
come tax purposes exceed the related amounts 
shown in the accounts by approximately $300,000 
for all timing differences. 


7. Commitments and contingencies: 


(a) Office Lease(s): The Company leases certain 
office space under agreements which require annual 


rental payments of $48,675 and $8,759 to March 31, 
1977 and September 30, 1974 respectively. 


(b) Legal Actions: The Company is the defendant 
in a law suit claiming $185,000 plus interest and 
costs. The action is being contested by the Com- 
pany and a counter-claim has been filed. 


8. Restatement of 1971 accounts: 


The employee bonuses payable, shown under long- 
term debt at October 31, 1971 have been restated 
as a.current liability, as the subsequent payment was 
made in cash and not by the issue of promissory 
notes. See Note 3. The source and application of 
funds statement has been restated accordingly. 


9. Subsequent events: 


(a) In December, 1972 the Company acquired all 
the outstanding shares in four private companies 
and 50% of the outstanding shares in another pri- 
vate company for a cash consideration of $200,000 
and the issuance by the Company of 210,000 com- 
mon shares. The companies acquired supply safety 
engineering services and equipment and a corrosion 
inhibiting chemical to the oil industry. Operations 
are conducted in Canada, United States and Iran. 
Total sales of all companies for the latest fiscal year 
were $643,400 and total assets at book value were 
$502,500 and total liabilities were $302,400. 


(b) In January 1973 the Company sold, at par, 
$1,900,000 Series “A’’ Convertible debentures. The 
debentures bear interest at 9% and mature on Dec- 
ember 15, 1977. They may be redeemed without 
penalty after December 15, 1975. The debentures 
are convertible into common stock of the Company 
at a price of $1.00 per share for the first year, $1.25 
per share for the next two years and at $1.50 per 
share for the final two years. 


Proceeds were used to repay long term bank loans 
of $489,000, to reduce bank demand loans by 
$550,000 and accounts payable by approximately 
$600,000 with the balance being added to cash. 


(c) In January, 1973 the Company undertook to 
issue, subject to the approval of certain regulatory 
bodies and an increase in the authorized capital of 
the Company, 42,000 shares as consideration for an 
interest in oil and gas properties. 


CORPORATE INFORMATION 


Incorporation 
Province of British Columbia 


Head Office 
600 - 310 Ninth Avenue S.W., 
Calgary, Alberta T2P 1K5 


Registered Office 
Suite 1680, One Bentall Centre, 
505 Burrard Street, 
Vancouver 1, B.C. 


Registrars and Transfer Agents 
Canada Permanent Trust Company 
— Calgary, Alberta 
— Vancouver, B.C. 
— Toronto, Ontario 


Bankers 
The Mercantile Bank of Canada, 
Calgary, Alberta 


Auditors 

Price Waterhouse & Co., 

Calgary, Alberta 

Shares Listed 

Toronto Stock Exchange 
Vancouver Stock Exchange 
Principal Subsidiaries 
Trans-Canada Resources (U.K.) Ltd. 
Trans-Canada Resources (U.S.) Inc. 


International Drilling Fluids (U.K.) Ltd. 


International Drilling Fluids Ltd. 


AUDITORS’ REPORT TO THE SHAREHOLDERS OF TRANS-CANADA RESOURCES LTD. 


We have examined the consolidated balance sheet 
of Trans-Canada Resources Ltd. and subsidiary com- 
panies as at October 31, 1972 and the consolidated 
statements of earnings, retained earnings and source 
and application of funds for the year then ended. 


Our examination included a general review of the 
accounting procedures and such tests of accounting 
records and other supporting evidence as we con- 
sidered necessary in the circumstances. 

In our opinion these consolidated financial state- 
ments present fairly the financial position of the 


companies as at October 31, 1972 and the results of 
their operations and source and application of their 
funds for the year then ended, in accordance with 
generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Atte ee ee Le 


Calgary, Alberta 
January 24, 1973 Chartered Accountants 
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